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CURRENT DEVELOPMENTS

QENERAL: Despite reported revolutionary activities in the Caribbean,
trouble is not expected in that area at this tims (p, 2).

NORTHFRN AREA: In Cuba, President Prio's new policy of "honest govern~
ment® will probably fail and become a political liability (p. 2).
Contemplated US financial aid for Mearagua would bsnefit "dictator"
Somoza (p, 3), In Guatemala, Commmist-oriented labor leaders may
obetruct ratification of the Rio Treaty (p. 3).

CENTRAL AREA: In Ecuador, President Plaza's party (the MCDN) is likely

to be strengthened as the result of the change of directarship in the
Liberal Party (p. 3).
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GENERAL: Reported Revolutionary Activities in the Caribbean

: Recent evidences of plans and preparations by the Caribbean
Legion again raises the question of trouble in that area. |
indicate a possible increase in arms shipments from Mexico to Central
America and plans for a new attack scheduled for the end of February
{according to several unsubstantiated reports), It is quite likely
that definite revolutionary plans and preparations are being made by
the Caribbean legion, It is unlikely, however, that an actual inva-
sion attempt is imminent, not only because preparations do not seem
to have reached this advanced stage, but also because of the deterrent
effect of the recent visit of the COAS investigating committee to the
Caribbean area.

CUBA: President Prio's New Policy of "Honest Covernment”

#idespread public disapproval of governmental dishonesty, plus
the increasing unification of the opposition in the current by—election
campaign, have caused President Prio to announce a mew policy of
Thonest government”, The administration is now reasonably strong,
but if the new policy is not effective, army officers|
planning a coup to overthrow the government) may eventually be able
to win increasing popular support on the basis of the general dis-
satisfaction, Other opposing groups, such as the Communists and
General Batista's PAU, could also be expected to make the most of
such a situation, thus constituting in time a threat to the stability
of the administration.

The president will have difficulty in implementing his new
policy. It is true that he may be in a better position than previ-
ously to govern for the good of Cuba rather than on the basis of
pelitical expediency, He has now paid off his election debts and
has removed from office some of the grafters and political obstruc—
tionists left over from the previous administration; he is no longer
under any obligation| | Vice President Pujol
(Republican) and ex-president Grau (Auténtico), Another favorable
factor is that the new cabinet appointed last week (D/IA Wkly,

7 Feb 50) is, on the whole, an improvement over the previous one,
On the other hand, several factors lessen the chances for success
of the president's new policy, GCowernmental reorganization in the
intsrests of efficiency and honesty|

few will actively support such an imnovation, while powerful forces
within the president's party will vigarously oppose it, MNoreover,
it would be particularly difficult to carry out reforms now because
government employees are frozen in office for six months prior to
gach election, Another adverse factor is that the Habana mayoralty
election, in which the president's brother is the Auténtico candidate,

| nnf %cve to be relatively close requiring special vote=getting

inconsistent with povermmental reform,
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D/1A estimtes therefore that a real change in basic covern—
mental procedure will be difficult and that the anticipated failure
to carry out effectively its announced new policy may 25X6
! prove to be a political liability to the Prio a stration, ‘

%. GUATFMALA: Possibllity of Communists Obstructing Ratification of Rio

eat
Ra’EH'ication of the Rio Treaty, expected to be presented
to the Guatemalan Congress convening next month, may very well be

i delayed as a result of presswre by Commnist~oriented labor leaders,

: Illustrative of their methods is a recent resclution of the Communist~
dominated national convention of workers! political committee (repre=—
senting the majority of organized labor; repudiating the Rio Treaty
and the Atlantic Pact as allegedly "harmful %o national independernce
and transgressing the United Nations Charter®,

L, NICATAGUA: Somoza Should Benefit if US Financial Aid Materializes
The proposed Us budget inciudes a recommendation that

34,000,000 be appropriated for the completion of the Rama Road, which
will provide Nicaragua with access to the Caribbean, but which is not
part of the Inter-American Highway and is of little military and
comnercial significance to the US, Pro~Somoza newspapers have played
up this proposed expenditure as evidence of Somoza's influence with
the US,

D/1A estimates that, should funds be appropriated for the
Rama Road, this will strengthen Somoza'®s position as HNicaragua's
atrong man, If similar aid is not granted to other Central American
countries (which also lack good road connections with the Caribbean),
such an appropriation for Nicaragua will be regarded by these coun—
tries as approval by the US of the Somoza "dictatorship®,

5. ECUADOR: Change of Liberal Party Director Likely to Strengthen MNCDN
The selection omlﬁeodoro Salem]%s Supreme Lirector of
the Liberal=Radical Party should result in strengthening President
Plaza's party, the Movimiento Civico Demoeratice Nacional (1CDN),
thereby serving US interest in the stability of the Ecuadoran govern—
ment, The former director, Julio loreno Espincsa, who has guided the
Liberal Party in a policy of vigorous oprosition to the Plaza govern-
ment, resigned in Jarmary because the MCDN Minister of Govermment,

(Guillermo Ramos, | | 25X6
25X6 | | Ramos is pleased with the situation as he feels

that the appoinftment of Salem (who like lioreno represents the extreme

wing of his party| | 25%X6

will further alienate the more moderate wealthy Liberals and encourage
them to support the MCDN, D/IA estimates that such a realignment of
moderate Liberals is very likely to result, While the principal effect
of such a development would be to strengthen Plaza's position, the very
awareness of the Liberal Party's declining influence may well stimulate
its leaders to increased revolutionary activities as the only remaining
Rpproved Eor HerezsE9bt62106111 : CIA-RDP79-01090A000200050008-7

3.



Approved For'lease 2002/06/11 : CIA-RDP79-0109%%000200050008-7

SECRET

Wookly Contributions, D/LA 21 February 1950
(CIA Working Paper)
Situation Memorandum 9~50

The Curront 3ituation in Panama

(Swmmary ~— The Arlas administration is not yet steble. The
economic situation is umfavorable,but the president is tack-
1ing economic problems with determination. The Communists
maintain their capability for agitation and dissemination of
anti~US propagenda. Student groups continue to figure in sub~
versive activities.

|
L'PFeaIHant Arias 1s currently pursuing a friendly
attitude Toward the Unlted States.

-= US security interests wobuld be adversely affected
by another pclitical upset in Panemm, and therefore tho present
unstablg political situstion is & disadvantege to tho United
States.

Political

The Arias administration has not yet attained stability since its
recent sssumption of power (November 1948) as a result of a coup arranged
by Chief of Police feméne’ To date Prosident Ariss has not gained suf~-
ficient strength to oust Remon and his associates who threaten to force
him, in turn, out of power (D/LA Tkly, 31 Jan). In eddition, the presi-
dent has made some unfortunate politicel moves which have intensified
the resistance to him by alienating former suprorters and by supplying
his political opponents with new issues. A coup d'état is therefore
posgible, and since Arias has ermed his supyorters, the ensuing struggle
could be more bloocdy than the ccup which brought him to power. However,
his overthrow is not inevitable because ~- unlike his immediate prede—~
cessors = he is backed by a majority of the Naticnel Assembly and can
thorefore more easily implement his policies. He has made sound state~
ments of political and economic policy which have made a good impression
in many quarters. It is estimeted that the president may in time be
able to stabilize his administration, provided that a coup d'état doss
not ococur before this can be asocomplished.

Econonio ,

ha economic situation is unfavorable,but President Arias is tack-
ling econcmic problems with determination. It 1s true that unemploy-
ment continues high beceuse of the leyoffs of recent months in the
Canal Zone. Substantially nothing hes been done thus far in the current
administration to provide alternative jobs through public works or
other forms of economic development, beceuse the president inherited
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e almeat empty treasury, e large floating debt and a poor foreign
sredit reting. Nevertheless, Arias is trying to cut govermment axpenses
sfid balance the bud;et, and reportedly will also work to improve the tax
collection system, to arrange for the vayment of the floating debt, and
“o stitract foreign loans and investmeuts for economic developmont, It

iz estimated that thero will be no great improvemsnt in Panama'’s econcmic

situstion in the immediate future, but that if the political situation
ttabilizes it may bs possidle for the president to lay a foundation for
iater sconomic progress. :

Subversive v
T Phe Cormuni ste meintain their capability for agitation and dissemi-
nation of anti~US propagenda. It is true that theye are few nmilitant
Communists in Panema, that the Comrunist Party has chronic financisil
difficulties, and that there are evidences of some inereasing oppcsition
to Communisr in lsbor and student groups and in the administration.
Novertheless, Commmiet leadars are politically mstute, the opposition
1s uncocrdinsied, and President Arias is not strong enough to implement
his anti=Communist policy- Therefore, it is estimeted thet, in general,
thers will be no substantial decrease in Communist capabilities in com~
g menths .

Student groups continus to figure in subversive activitiss. These
groups characteristically ere used in political msneuvers by hoth the
Communists or fellaw traveliers, who are o vory small minority of the
groups, and by ccnservative ultre-naticnalists {Harmodio Arias). The
frequent gimilarity of political aims of those two extremist factions
tends to ineresass the politiecs) importance of these student groups.

25X6

Internationsl

T Tresident Arine ig currantly pursuing o friendly attitude toward
the United States. BPe recently obtsined retificaticn by the Nationel
fvseombly of a claims convention which settles leng~standing financial
prublems betwesn Poansma snd the US., He tekes every opportunity to
@phasize the compunity of interests betweon the twe countries snd hes
pladgsd full protection to all foreign capitel thaet iz used for national
development, provided that i+ respects Panemanian laws. It is estimuted
Ehat important factors in Awrisg? friendly attitude- are his unstsbls prai~
Lion politically snd the unfavorsblie aconomic situstion of Panams , and
that this sttitude will not crange radically in the near future.
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The C S jon in Arpo

(Sumnaxy--The rerdn governmont, conserned over posciblo loss of vital
support, has durlng recent non;.hs mode drassic efforts to consolidate
ite position, utilizing inercasingly sevoro anti-donmopratic methods.
lew develonnents gonevhat favorable to ccononle adjustront havo not
boen adequate to easo the continuing problons of inflation, shortage
of forcign exchange, and lov productivity; the drought noy aggravate
thege difficultics, The governncnt has continuod its dosi=Conmunist
carpaign. Cor the most part the nilitary appear to be satisfled and
loyal, :'ormal relations with tho U5 romain pood evon though reron's
anti-denoeratic noasurcs and his apharent desire for cxgpoedicnt oco-
nonic collaboration with the U0 are not rcconcllable.

--US socurity intcrests are favored by Zcron's rocognition of
tho nead “or expedient ccononic collaboration with the UJ, and by his
anti-Comunist moasures. Un tho other hand “he contimuation of un-
denocratic nracticos and anti~Us propogonda within Argentins, and the
possibility of a vitriolic campaigm against the U5, adversely affect
US intercsis in llenisphore solidarity and in the oxbonsion of domocracy.)

The adninistration has emicavorod during reccent nonths to consolidate and
entrench its political pomer. o this end a congrossiongl cormitiee on anti-
Argentine aectivities (see D/LA .ILly 17 Jan 50) has cloped approximately ono=
fourth of Argentina's newspapors and las othorwise restrictod the opposition--
vhich remains disunitod in face of the possible apsrlication of reprossive
logislation (D/LA Uldy 25 Cet 49). ~he cormittoe has attompted to justify at
home and abroad such action by claining 4o need to 'purifly" the press and to
protoct it fron foreign influence, loreover, Pardn has publicly sought to
arouse pro-Peron nationclisn and to create optinisn over his governnent's sta-
bility., Thosc neasurcs are probably designed to neutralize the political ill
effects of curront econormic difficulties (particularly affecting labor), to
rolnvigorato vorn's support in provincisl eloctions and to anticipate the
1952 presidentinl elections. Despite curbs on the opposition and Peron's bids
for support, the administration has not Improved its position, ilost irportant
has been & noticeable weakening in Poron's vital labor support, but there also
have been slipght reductions in Peronista voting strength in recent provincial
eloctions; those developnents, plus an inercasing amount of public eriticism
(such ac that resulting fron a murder of a Comrunist labor lsader by pro-
vincial polics) have been vigorously exploited by the Radical opposltion.

D/LA cstimates that tho governnuent will be able to malntain its prosont
degrec of stability despite possible decrcase in provineial electoral majori-
ties and despite the critical econonic situation,

Lico;

Argontira's econonic situation has not improved. It is true that during
the past mon%hs an incremse in Argentinats vital export trade and governnent
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emphasis on agrictlsure were developnents in the dirceiion of econonie re-
adjustment, .'inancial and political considerations, hovever, have linitcad
the offccbivencss of oiforss toward economic rceforny and inflation, shorte
agee of roreirm axchange a:xl low productiviiy conbtinue, These dificulties
wlll probably be ag ravated by the present drought, Indications point to a
corn crop (the leading pre-uar cxport) insufficiont for axport, furtlier re-
duction of other erops and uncertainty concerning the level of livestock
production,

This prospective decline in foroign exchange earming capacity coincides
with tho necd for large purchases abroad of agriculiurcl, transport ond in-
dustrial equipnent, with substantial arrears abroad and with an alrcady weck
foreign cxchange position. iletrenchnont therefore appears incvitable as an
influx of forcign capltal, thc only means of averting it, cammot be amected
ot this tinc,

Trade rclations with the UK have beor strained; discussions will bogin
shortly to deternmine a new neat pricc and %o set irade goals for the secord
year of the UK-Argentine agrecnent. Swnanish~dirpensine trade has roached an
inpasce becanse of Spaints default on its comnitonts and Argentina's ad-
verse ocononic situation. Optiniso Jor expansion ol Ul-irgontine trade as
a result of the work of the Joint Argentine-Us Jornittee for Cermercinl
Studies has been expressed in both officlel and private cireles in Argontina,
but the governnent has neither publishod “he toext of the report nor dise
closed plans Zor its implencntation, other than tho establishnent of a perna-
nent Us-Argentine tradc connittee in Bucnos Aires, leanthile, Perdn publicly
digavous any intention of obtaining a foreigpn loon although discroet feclers
have been nut out for a possible loan fron the Lo, Sinilar feclers Lave
been roportoed in the case of the UK,

i itary

The Army amcarod for the most nart to be satisfied and loyal although
influential oficers arc probably scnaitive to Poron's latest concessions
to labor and the rosppoorance of Scnora Perdn in labor circles, :.cnewal of
the USAY nisslon agre-ient for a onc~year poriod coincided with inercased
utilization of the U Army nission by the Argentine Army., The nilitery's
efficioney, moralc (rocontly stimulated by a significan’ mmber of pro-
notions), and quality o mampowcr remained exceptionally high by Latin
Anericon stordards.

[al

The Perdn govarnmont hac conbinued its vigorous anti-Comrmmist can-
palgn 4o restrict Commmist lebor activities and to appeal to nationclist
sentinent, Commmists, for exammle, are being purpged fron the governnonte
doninated labor federation; four important Sommunist-front organizations
were raided; the two leading Conmumist publications were closed dowm, The
Coxrmnists will cndeavor to exploit Lhe adninistration's difficulties and
its repressgive measurcs bubt police action should »revent any »rotracted Jon-
mmigt-ingpiroed disturbances during coning nonths,
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1

Jornal relations with the US continue rood despite the irrcconcilability
o the povermnt's anti-donocratic moasurcs cnd despite anti-US propegarda
on tho doncs “1(, Qronv. hnfavort vle pross reactions in Lhe ucru.swherc, narhicu-
larly in the U2, o u.ron's nogt reeent repressive neasurcs, and argentine
press attuc!s on the U continue to complicate US~-Argenii: e relahom. ilore~
ovor, indicatiins point to a vitriolic anti-UC propapanda carpaipgm if tho
econmic situation detoriorates further and if US ocononic collaboration
doos not naterialize to the dofinite advantage of Argensina, Chile-Argentine
relations were improved by an exchange of lettors of rutual friomdship by
the presidenta of thoe two countries, Arpgontina joined tho UK and Chile in
a reneval of their agreaiont to refraln from naval displays in the Antarctic
south of latituds 60 during the coning season,

Approved For Release ZOOZIWIA;BDPN-M090A000200050008-78

T T W T T

T TR T T ST




